Tax Reporting for Settlement Agreements

CEONOO A WLN -

February 13, 2008
HANDOUTS

Regulation 1.6041-1

Regulation 1.6045-5

Examples

1099 MISC Reportable Payments Chart
Form 1099 MISC

Form W9

Settlement Payment Object Codes
Cover Sheet

1099 Reporting



§ 1.6041-1

Kearneysville, West Virginia 25430,
signed by the applicant {or ifs agent)
will suffice as an application. The ap-
plication must be filed on or before the
date prescribed in paragraph {(c}{l) of
this section for furnishing the state-
ments required by this secrion, and
must contain the emplover identifica-
tion number of the corporation re-
quired to furnish statements under this
section.

(3) Last day for furnishing statemcnt.
For provisicns relating to the time for
performance of an act when the last
day prescribed for performance falls on
Saturday, Sunday, or a legal holiday,
see §3011.7503-1 of this chapter (Regula-
tions on Procedure and Administra-
tion).

(d) Sratements furnished by mail. For
purposes of this section, a statement is
cansidered to be furnished tc a person
if it is mailed to such person’s last
known address.

{e} Penalty. For provisions relating to
the penalty provided for failure to fur-
nish a statement under this section,
see section 8722,

) Electronic furnishing of statements.
The statements required o be fur-
nished pursuant to this section may be
provided in an electronic format in lieu
of a paper format, with the consent of
the recipient. See §31.6051-1(j) of the
Regulations on Employment Taxes and
Coliection of Income Tax at the Source
for further guidance regarding the
manner in which such electronic state-
menis must be furnished.

g} Effective date—(1) In general. These
regulations are effective on August 3,
2004,

() Reliance and transition period. For
statutory options transterred on or be-
fore June 9, 2003, taxpayvers may rely on
the 1984 proposed regulations LR-279-81
(49 FR 4504), the 2003 proposed regula-
tions REG-1722917-82 (88 FR 34344). or
this section until the earlier of Janu-
ary 1, 2006, or the first regularly sched-
uled stockholders meeting of the grant-
ing corporation occurring 6 months
after August 3, 2004, For statutory op-
tions transferred after June 9, 2003, and
hefore the earlier of January i, 2066, or
the first regularly scheduled stock-
holders meeting of the granting cor-
poration occurring at least 6§ months
after August 3, 2004, taxpayers may
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rely on either REG-122917-02 or this
section, Taxpayers may not rely on
LR-278-81 or RECG-122917-02 after De-
cember 31, 2005, Reliance on LLR-279-81,
REG-122817-02, or this section must be
in its entirety, and all statutory op-
tions granted during the reliance pe-
riod must be treated consistently.

IT.D. 9144, 6% FR 46425, Aug. 3, 2004 69 FR
81311, Oct. 18, 2064

§1.6041~1 Retwrn of information as to
payments of $600 or more.

(a} General rule—{1) Information re-
turns required—(1) Pavments required to
be reported. Except as otherwise pro-
vided in §§1.6041-3 and 1.6041-4, every
person engaged in a trade or business
shali make an nformation return for
each calendar vear with respect £0 pay-
ments it makes during the calendar
year in the course of its trade or busi-
ness to another person of fixed or de-
terminabie income described in para-
graph (2)(1)(i} (A) or {B) of this section.
For purposes of the regulations under
this section, the person described in
this paragraph (a}(1} (i} is a payor.

(A) Salaries, wages, commissions,
fees, and other forms of compensation
for services rendered aggregating $600
or more,

(B) Interest (including criginal issue
discount), rents, royalties, annuities,
pensions, and other gains, profits, and
income aggregating 3600 or more,

(il) Information returns required under
other provisions of the Internal Revenue
Code. The payments described in para-
graphs {a}{(1})()(A} and (B) of this sec-
tion shaill not inciude any payments of
amounts with respect to which an in-
formation return is required by, or
may be required under authority of,
section #M2(a) (relating to dividends),
section 6043{a}(2) {relating to distribu-
tions in liquidation), section 6044{a)
{relating to patronage dividends), sec-
fion 6645 {relating to brokers’ trans-
actions with customers and certain
other transactions), sections 68490a)(1
and {Z) {relating o interest), seccion
6050N(a) (relating to royalties). or sec-
tion 8080P{a) or (b} (relating to can-
cellation of indebredness), For infor-
mation returns required under section
6045(f) (relating to payments to attor-
neys), see spectal rules in §§1.6041-
1(a}{i)(iii) and §.6045-5{c){4).
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(iil) Informatien retusrns required
under section §645() on or after Janu-
ary 1, 2007. For payments made on or
afrer January 1, 2007 to which section
6045(f) {relating to payments to atior-
neys) applies, the following rules apply.
Not withstanding the provisions of
paragraph {a){I}(i} of this section, pay-
ments to an attorney that are de-
scribed in paragraph (a)(1}{(3) of this
section but which otherwise would be
reportable under section 6045() are re-
ported under section 6041 and this sec-
tion and not section §845(f). This excep-
tion applies only if the payments are
reportabie with respect to the same
payee under both sections. Thus, a per-
son who, in the course of a trade or
business, pays $800 of taxable damages
to a claimant by paving that amocunt
to the claimant’s attorney is required
to file an information return under sec-
tion 6041 with respect to the claimant,
as well as another information return
under section 6045(f} with respect to
the claimant’s attorney. For provisions
relating to information reporting for
payments to attorneys, see §1.6045-5.

{2) Prescribed form. The return re-
quired by subparagraph {i) of this para-
graph shail be made on Forms 1036 and
1098 except that (i) the return with re-
spect to distributions to beneficiaries
of a trust or of an estate shall be made
on Form 1041, and (1) the return wich
respect to certain payments of com-
pensation to an employee by his em-
ployer shali be made on Forms W-3 and
W-2 under the provisions of §1.6041-2
(relating to return of information as to
payments to employees). Where Form
1098 is required te be filed under this
section, a separate Form 1099 shall be
furnished for each person tc whomn pay-
ments described in subdivision (1), {ii},
or {iil) of subparagraph {1} of this para-
graph are made. For time and place for
filing Forms 1098 and 1088, see §1.6041-
6. For the requirement to submit the
information required by Form 1689 on
magnetic media for payments after De-
cember 31, 1983, see section 6011{e} and
§301.6011-2 of this chapter {Procedure
and Administration Regulations).

{b) Persons engaged in trade or busi-
ness—(1} In general. The term “all per-
sons engaged In a trade or business”, as
used in section 6041{(g), includes not
only those so engaged for gain or prof-

§1.6041-1

it, but also organizations the activities
of which are not for the purpose of gain
ar profit. Thus, the term includes the
organizations referred to in section
4014z}, 501{c), 301(d) and 521 and in para-
graph (i) of this section. On the other
hand, section 604H{a) applies only to
payments in the course of trade or
business; hence it does not apply te an
amount paid by the proprietor of a
business to a physician for medical
services rendered by the physician to
the proprietor’s child.

{2) Special rule for REMICs. For pur-
poses of chapter | subtitle F, chapter
61A, part HIB, the terms “all persons
engaged in a trade or business’” and
“any service-recipient engaged in a
trade or business” inciudes a real es-
tate mortgage investment conduit or
REMIC {as defined in section 8800).

(©) Fixed or determinable income. In-
come is fixed when it is to be paid in
amounts definitely predetermined. In-
come is determinable whenever there is
a basis of calculation by which the
amount to be paid may be ascertained.
The income need not be paid annually
or at regular intervals. The fact that
the payments may be increased or de-
creased in accordance with the hap-
pening of an event does not for pur-
poses of this section make the pay-
ments any the less determinable. A
pavment made jointly fo two or more
payees may be fixed and determinable
income to one payee even though the
payment is not fixed and determinable
income to ancther payee, For example,
property insurance proceeds paid joing-
Iy to the owner of damaged propercy
ard to a contracter that repairs the
property may be fixed and deter-
minable income to the contractor but
not fixed and determinable income to
the owner, and should be reported to
the contractor. A salesman working by
the month for a commission on sales
which is paid or credited monthly re-
ceives determinable income.

{d} Payvments specifically included—(1)
In general. Ampurnts paid in respect of
life insurance, endowment, or annuity
contracts are required to be reported in
returns of information under this sec-
cion-—

(i) Unless the payment is made in re-
spect of a life insurance or endowment
coniract by reason of the death of the
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insured and is not required to be re-
ported by paragraph (b) of §1.6041-2,

(it} Unless the payment is made by
reason of the surrender prior to matu-
rity or lapse of a policy, other than a
poiicy which was purchased (g} by a
trust described in section 401{a} which
is exempt from tax under section
501{a), {B as part of a plan described in
section 43 {a), or (¢} by an emplover de-
scribed in section 403{b}{1}{A),

{iii} Unless the payment is interest as
defined in §1.6049-2 and is made afrer
December 31, 1862,

{iv) Unless the payment is a payment
with respect to which a return is re-
quired by §1.6047-1, relating to em-
pioyee retirement plans covering
aowner-employees,

(v} Unless the payment is payment
with respect toe which a return is re-
quired by §1.46032-1, relating to pay-
ment of wages in the form of group-
term life insurance.

(2} Professional fees. Fees for profes-
sional services paid te attorneys, phy-
sicians, and members of other profes-
sions are required to be reported in re-
turns of information if paid by persons
engaged in a trade or business and paid
in the course of such trade or business.

{3) Frizes and awards. Amounts paid
as prizes and awards that are required
to be included in gross income under
section 74 and §1.74-1 when paid in the
course of a trade or business are re-
guired to be reported in returns of in-
formation under this section.

(A Disability payments. Amounts paid
as disability payments under section
105{d} are required to be reported in re-
curns of information under this sec-
tion.

(5} Notional principal contracts. Except
as provided in paragraphs (b)) and
{it) of this section, amounts paid after
Becember 31, 2000, with respect to no-
tional principal contracts referred to in
§1.863-7 or 1.988-2(¢} to persons who are
not described in §1.6048%-4{C}{1)(ii) are
required to be reported in returns of in-
formation under this section. The
amount required to be reported under
this paragraph {(d){5} is limited to the
amount of cash paid from the notional
principal contract as described in
§1.446-3(). A non-periodic payment s
reportabie for the yvear in which an ac-
tual payment is made. Any amount of

26 CFR Ch. | (4107 Edition)

interest determined under the provi-
sjons of §1.446-3(g){4) {dealing with in-
terest in the case of a significant non-
periodic payment) is reportable under
this paragraph {d){3) and not under sec-
tion  #49  {see §1.6049-5(B){15)). See
§1.6041-4(a) (4} for reporting exceptions
regarding payments to foreign persons,
See, however, §1.1461-1{cj(1} for report-
ing amounts described under this para-
graph (d)(3) that are paid to foreign
persons. The provisions of §16048-5(d)
shall apply for determining whether a
payment with respect fo a notional
principal contract is made to a foreign
person. See §1.6049-4{a} for a definition
of payor. For purposes of this para-
graph {d}(5), a payor includes a middle-
man defined in §1.6049-4(0 ().

(i) An amount paid with respect to a
notional principal contract is not re-
qguired to be reported if the payment is
made outside the United States {as de-
fined in §1.6049-3(e}} by a non-U.S.
payor or a non-t.S. middieman.

(ii) An amount paid with respect to a
notional principal contract is not re-
quired te be reported if the payment is
made outside the United States (as de-
fined in §1.6049-5(e)} by a payor that
has no actual Kknowledge that the
payee is a U.S. person, and the payor
ig—

{A) A US. payor or U.S., middleman
that is not a U.5. person {such as a con-
trolled foreign corporation defined in
section 957{a} or certain foreign cor-
porations or foreign partnerships en-
gaged in a 1.5, trade or business}: or

(B} A foreign branch of a U.S. bank.
See §1.6048-5(c){5) for a definition of a
U.5. payor, a U.S. middleman, a non-
U.S. payer, and a non-U.S. middleman.

(e} Paymert made on behalf of another
person——(1} In general. A person that
makes a payment in the course of its
trade or business on behalf of another
person is the payor that must make a
return of information under this soc-
tion with respect to that payment if
the pavment is described in paragraph
{a} of this section and, under all the
facts and circumstances, that person—

(i} Performs management or over-
sight functions in connection with the
payvment (this would exclude, for exam-
ple, a person who performs mere ad-
ministrative or ministerial functions
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such as writing checks at another's di-
rection}; or

{i1) Has a significant economic incer-
est in the payment (i.e., an economic
interest that would be compromised if
the payment were not made, such as by
creation of a mechanic’s lien on prop-
erty to which the payment relates, or a
ioss of collareral).

(2} Petermination of payor chligated to
repoart. If two or more persons meef the
requirements for making a return of
information with respect to a payment,
as set forth in paragraph {e}(1) of this
section, the person obligated to report
the payment is the person closest in
the chain to the payee, unless the par-
ties agree in writing that cone of the
other parties meeting the requirements
set forth in paragraph (e){1) of this sec-
tion will report the payment.

{3) Special rule for pavment by em-
ployvee to employer. Notwithstanding the
provisions of paragraph (e){1} of this
section, an employee acting in the
course of his employment who makes a
payment to his emplover on behalf of
another person is not reguired to make
a return of information with respect o
that payment,

(4) Optional method to report, A person
that makes a payment on behalf of an-
other person but is not reguired to
make an information return under
paragraph {ej(1} of this section may
elect to do so pursuant to the proce-
dures established by the Commissioner.
See. e.g., Rev. Proc. 84-33 (19841 C.B.
302) (optional method for a paying
agent to report and deposit amounts
withheld for payors under the statu-
tery provisions of backup withholding)
(see §601.601{(d}(2) of this chapter).

(5} Examples. The provisions of this
paragraph (e} are illustrated by the fol-
lowing examples:

Exampie 1. Bank B provides financing to C,
a real estate developer, for s construction
project. B makes disbursements from the ac-
count lor laboer, materials. services, and
other expenses related to the copnstruction
project. In connection with the payments, B
performs the following functions: approves
payments te the general contractor or sub-
contractors: ensures that loan praceeds are
properly applied and that all approved bills
are properly paid to avoid mechanics or
materialmen’s liens; conducts sife inspec-
tions to determine whether work has been
completed (but does not check the guality of

§1.6041-1

the work). B is performing management or
oversight functions in connection with the
payments and is subject to the information
reporting requirements of section 6041 with
respect to payments.

Example 7. Mortgage company D holds a
marigage on business property owned by E.
When the property is damaged by a storm,
E's insurance company issues a check pay-
able to both D and E in settlement of E's
claim. Pursuant to the contract between D
and E, D holds the insurance proceeds in an
escrow account and makes disbursements,
according to E's instructions, to contractors
and subcontractors performing repairs on
the preperty. D is not performing manage-
ment or oversight functions, but D has a sig-
nificant economic interest in the pavments
because the purpose of the arrangement is to
ensure that property on which D holds a
mortgage is repaired or replaced. I is subject
te the information reporting requirements of
section 6041 with respect to the pavments to
contractors.

Example 3. Settlement agent F provides
real estate closing services to real estate
brokers and agents. F deposits money re-
ceived from the buyer or lender in an eserow
account amd makes payments {rom the ac-
count to real estate agents or hrokers, ap-
praisers. land surveyars, building inspectors,
or similar service providers according tc the
provisions of the real estate contract and
written instructions from the lender. F may
also make disbursements pursuant to oral
instructions of the seller or purchaser at
closing, F is not performing management or
oversight functions and does not have a sig-
nificant economic interest in the payments,
and is not subject to the information report-
ing requirements of section 6041. For the
rules relating to F's obligation to report the
gross proceeds of the sale, see section 6445(e)
and § 160454,

Example 4. Assume the same facts as in Ex-
ample 3. In addition, the selier imstructs F o
hire a contractor to perform repairs on rhe
property. F selects the contractor. nego-
tiates the cost, monitors the progress of the
praoject, and inspects the work to ensure it
complies with the contract. With respect to
the payments to the contractor, F is per-
forming management or aversight functions
and is subject to the information reporting
requirerments of section 604,

Example 5. G s a rental agent who manages
certain rental property on behalf of property
owner Ho G firls renants, arranges leases.
collects rent, vesponds to tenant lnguiries re-
garding maintenance, and hires and makes
payments o repairmen. G subtracts her
commission and any maintenance payiments
from rental payments and remits the re-
mainder to H. With respect to payments to
repairmen, G is performing management or
oversight functions and is subject to the in-
formation reporting requirements of section
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§1.6041-1

6041, With respect to the pavment of rent to
H. G is subject to the information reporting
requirements of section B84l regardless of
whether she performs management or over-
sight functions or has a significant econemic
interest in the payment. See §1.6041-3(d} Tor
rules relating to rental agents. See §1.6091-
i) to determine the amount that G should
report o H as rent.

Example 8. Literary agent J receives a pay-
ment from publisher L of fees earned by s
client, author K. .J deposits the payment into
a bank account in J's name. From time to
time and as directed by K, J makes pay-
ments from these funds to attorneys, man-
agers, and other third parties for services
rendered to K. After subtracting J's commis-
sion. J pays K the net amount. .J does not
order or direct the provision of services by
the third parties to K, and J exercises no dis-
cretion in making the payments to the third
parties or to K. J is not performing ranage-
ment or oversight functions and does not
have a significant economic interest in the
payments and is not subject to the informa-
tion reporting requirements of section 6041
in connection with the payments to K or to
the third parties. For the rules relating to
L’s obligation to report the payment of the
fees to K, see paragraphs (a}(1){i} and {f) of
this section. For the rules relating to K's ob-
ligation to report the payment of the com-
miission to J and the payments to the third
parties for services, see paragraphs (a)j{1){i)
and (d)(2) of this section.

Example 7. Attorney P deposits into a cli-
ent trust fund a settlement payment from R,
the defendant in a breach of contract action
for lost profits in which P represented plain-
tiff (. P maskes payments from the client
trust fund to service providers such as expert
witnesses and private investigators for ex-
penses incurred in the litigation. P decides
whorn to hire, negotiates the amount of pay-
ment, and determines that the services have
heen satisfactorily performed. In the event of
a dispute with a service provider, ¥ with-
holds payment until the dispute is settled.
With respect to pavments to the service pro-
viders, P is performing management or over-
sight functions and is subject Lo the informa-
tion reporting requirements of sectinn 6041,

Example 8. Assume the same facis as in Ex-
ample 7. In addition, assume that after pay-
ing the service providers and deducting his
legal fee, PP pays § che remaining funds that
" had received from the settiement with K.
With respect to the payment to Q, P is not
performing managersent or oversight funce
tions, does not have a significant economic
interest in the payment, and is not subject
to the information reperting requirements of
section 6041, For the rules relating to R's ob-
ligation to report the payvment of the settie-
ment proceeds to P see section H045(f} and
the regulations thersunder. For the rules re-
lating to R's obligation to report the pay-

26 CFR Ch. | (4-1-07 Edition)

ment of the settloment proceeds to Q. see
paragraphs {a}{1}{i} and {f} of this section.
For the rules relating to Q's obligation to re-
port the payvment of attorney fees to P, see
paragraphs {al(} (i) and (d)(Z} of this section,

Example § Medical insurer S operates as
the administrator of a health care program
urxler a contract with a state. 5 makes pay-
ments of government funds ro health care
providers who provide care to eligible pa-
tients. S receives and reviews claims sub-
mitted by patients or health care providers,
determines if the claims meet all the re-
quirements of the program (eg.. that the
care is authorized and that the patients are
eligible beneficiaries), and determines the
amount of payment. S is performing manage-
ment or oversight functions and is subject to
the information reporting reguirements of
section 6041 with respect to the payvments.

Example 10. Race track employee T holds
deposits made by horse owner U in a special
escrow accourit in U's name. U enters into a
contract with jockey V to ride U's horse in a
race at the track. As directed by U, T pays
V the fee for riding U's horse from U's escrow
account. T is not performing management or
oversight functions, does not have a signifi-
cant economic interest in the payment, and
is not subject to the information reporting
reguiremerits of secticn 6l For the rules
relating to U's obligation to report the pay-
ment of the fee to V., see paragraph (@414}
of this section.

Example 11. X is a certified public account.
ant employed by Firm Y, and is not a part-
ner. Client 7 pays X directly for accounting
services, X remits the amount received to Y,
as required by the terms of his employment.
X does not have any reporting obligation
with respect to the payment to Y. For the
rules relating to Z's obligation to report the
payment {o Y for services, see paragraphs
{a) (1}{i} and (1) {2) of this section,

Example 12 Bank contracts with Title
Company with respect to the disbursement
of funds on a construction loan. Pursuant to
their arrangement, the congractor sends
draw requests to Title Company, which in-
spects the work, verifies the amount re-
quested, and then sends the draw request to
Bank with supporting documents. Bank pavs
Title Company the amount of the draw re-
quest, and Title Company insures Bank
against any loss if it cannot obtain the nec-
essary lien waivers, Bank has a significant
seonamic wterest i the payvment as a mart-
gagee, and Title Company exercises manage-
mient or oversight over the paviment. Since
Title Company s closest in the chain to the
coentractor, Title Company should report the
payment, unless the parties agree in writing
that Bank will report the pavment.

Y Amount to be reported when fees, ex-
penses or commissions are deducted—{1)
In general. The amount to be reported
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as ;aaié to-a ;z-ayee is t}ze ‘ameunt . i

K

;}ﬂnSPS e Gther arvoues oweei by the
pavee to another person have been.de-
ductéd), whether the payment is made
Jjointly or separately to-the payee and
another person. The . Commissioner
may, by guidance published in the In-
ternal Revenue Bulletin, illustrate the
c¢ircumstances under which the gross
amount or less than the gross amount
may be reported.

{2 Examples, The provisions of this
paragraph ¥ are tllustrated by the fol-
lowing examples:

Example 1. Attoraney Poreprosents. client Q
in a breach of cmrtmct actwn fc}r fest prefxts

mcludible Bi:% Q:, HROSS., taxable-

amount of $140,600. R is required to make an

miormat;{m [etvrn xeportmg a payment tﬁ Q.

respect to R s ob]igatmn to re_port Lhe_ pay-
ment to P, see section: smm;:agg the regula-
tions thereuiider.

Example 2. Assume the same facts as in Ex-
ample I, except that R issues a check to @ for
$106.000 and 2 separatecheck to I for $40,600.
R is required to make an information return
reporting a payment to-Q-inthe amount of
S0 For the rules with respect to R's ob-
ligation to report the payment to P, see sec-
tion B045(0 and the regulations thereunder.

@) Payment made in medium other than
cash. If any payiment reguired to be re-
ported on Forin 1089 i3 made in prop-
erty other tharn mioney, the fair market
value of the property at the time of
payment is the amount {o be included
on such form.

(h}) When payment deemed made. For
purposes of a return of information, an
amount is desmed to have been paid
when it Is credited or set apart tc a
perscn without any substantial limita-
tion or restriction as to the time or
manner of payment or condition upon
which payment is to be made, and is
made available to him se that it may
be drawn at any time, and its receipt
brought within his own control and dis-
position,

(iy Pavmments made by the United States
or a State. Information returns on:

(1} Forms 1096 and 1089 and

issues a check payable to P and Q in fhe

§1.6041~2

(23 Forms W-3 and W-2 (when made
under the provisions of § 1.8041-2}

of payments made by the United States
or a State, or political subdivision
thereof, or the District of Columisia, or
any agency or instrumentality of any
one or more of the foregoing. shail be
made by the officer or employee of the
United States. or of such State, or po-
Jitical subdivision, or of the District of
Columbia, or of such ageney or instru-
merttality, as thé case may be, having
control of such payments or by the of-
ficer or employee appropriately des-
ignated to make such returns.

{1 Effective date. The provisions of
paragraphs (b), (c). (&), and {f) apply to
payments made after December 31,
2082,

IT.D. 6506, 25 FR 17108, Nov. 26, 196G, as
amended by T.D. 6628, 27 FR 12794, Dec. I8,
1962, T.I>. G88R, 31 FRE 4205, July §, 1946, T.D.
7284, 38 FR 20827, Aug. 3, 1973; T.ID. 7580, 43 FR
60159, Ddec. 26, 1978 T.D. 7838, 48 FR 17587,
Apr. 25, H983; T.10. 8438, 57 FR 61313, Dec. 24,
1992; 1.13. 8734, 62 FR 53471, Gct. 14, 1997, T.D.
B804, 64 FR 11378, biar. 9, 1099; T 13 8851, 85 FR
32205, May 22, 2006;. T.D. 9010, 67 FR 48736,
July 28, 2002; T.D. 927¢; 71 FR 47480, Aug 18,
2006]

§1.6041-2 Return of information as to
payments to employees,

(a){1) In general. Wages, as defined in
section 3401, paid to an employee are
reguired to be reported on Formy W-2.
See section 6011 and the Employmient
Tax Regulations thereunder. All other
paymieiits  of compernsation, including
the cash value of payments made in
any medium other than-cash, to an em-
ployee by his employer in the course of
the trade or business of the emplover
must also be reported on Form W-2 if
the total of such payments and the
amount of the emplovee’'s wages (as de-
fined in section 3481}, if any, required
to be reported on Form W-Z aggregates
$606 or more in a calendar vear. For ex-
ample, tf a payvment of $700 was rmade
to an emploves and 5400 thereof rep-
resents wages subject te withholding
under section 3402 and the remaining
$300 represents compensation not sub-
ject to withhelding, such wages and
compensation must both be reported on
Form W-2. A separate Form W-2 shall
be furnished for each employee for
whom a return must be made. At the
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Example 8 Gross proceeds (contingencies}t. The
facts are the same as in example {8}, except
that the agreement provides that the rmin-
irnum arnount K will receive (including the
downpayment} is $570,000. Thus, under para-
graph {i}{3)(iii) of this section, assuming all
congingencies are satisfied, the maximum
amount of gross proceeds cannot be deter-
mined with certainty. The greatest amount
that can be determined with certainty at the
time of the closing, assuming ali contin-
gencies are satisfied, is $570,000, the min-
brnium  amount stated in the agreement.
Therefore, $570,000 is the "maximum deter-
minable proceeds’ under paragraph {(1)(3){iii)
of this section and is the amount reported.
In addition, (to the extent required by. the
Forrn 108% and its instructions} the reporting
person must indicate that the gross proceeds
canaot be determined with certainty. See
paragraph {h) (1) (iv){C) of this section,

(s} Effective date. This section is effec-
tive for real estate transactions with
dates of closing (as determined under
paragraph {h)(2)(if} of this section} that
oceur on or after January 1, 1991,

{T.D. 8323, 55 FR 31284, Dec. 13, 1990; 56 FR
5539, Jan. 7. 1991; 56 FR 3419, Jan. 30, 1991; T.D.
8895, 65 FR 50407, Aug. 18, 2008]

§1.6045-5 Informsation reporting on
payments to attorneys.

(a) - Requirement. of reporting—(1) In
general. Except as provided in para-
graph (¢} of this section, every payor
engaged in a trade or business who, in
the course of that trade or business,
makes. payments -aggregating $600 or
more, during. a calendar year to an at-
torney in connection with legal serv-
ices (whether or not the services are
performed for the payor) must file an
information return for such payments.
The information return must be filed
on the form and in the manner required
by the Comrissioner. For the time and
place for filing the form. see §1.6041-6.
For definitions of the terms under this
section, see paragraph (d} of this sec-
tionn. The requirements of this para-
graph {a){1) apply whether or not—

(i} A portion of & payment is kept by
the attorney as compensation for legal
services rendered: or

{ii} Other information returns are re-
quired with respect to some or all of a
payment under other provisions of the
Internal Revenue Code and the regula-
tions thereunder.

{2} Information reguired. The informa-
tion return required under paragraph

26 CER Ch. | (4-1-07 Edition)

{a}(1} of this section must inciude the
following information:

{i} The name. address, and taxpayer
identifying number (TIN} {as defined in
section 7701(a})}) of the payor;-

(i) The name, address, and TIN of
the payee attorney;

(i) The amount-of the payment or
payments (as defined in paragraph
(d}{5} of this section); and

(iv} Any other information required
by the Commissioner in forms, instruc-
tions or publicarions.

(3}, Reguirement to furnish statement. A
person required to file an information
return under paragraph (a)(1} of this
section must furnish to the attorney a
written statement of the information
required to be shown on the return.
This requirement may be met by fur-
nishing a copy of the return to the at-
torney. The written statement must be
furnished to the attorney on or before
January 31 .of the year follewing the
calendar year in which the payment
was made.

(b} Special rules—(1y Joint or multiple
payees—(i} Check delivered to one payee
arrorney. If more than one attorney is
listed as a payee on a check, an infor-
mation return must be filed under
paragraph (a)(1} of this section with re-
spect to the payee attorney to whom
the check is delivered.

(ti} Check delivered to pavee non-
attorney. If an attorney is listed as a
payee on a check but the check is de-
livered to a nonattorney who is a payee
on the check, an information return
must be filed under paragraph {aj{l} of
this section with respect to the payee
attorney listed on the check. If more
than one attorney is lsted as a payee
on a check but the check is delivered
to.a nonattorney who s a pavee on the
check, the information return must be
filed with respect to the first-listed
payee attorney on the check.

{ily Check delivered to nonpayee. If
two oF more attornevs are listed as
payees on a check, but the check is de-
livered to a person who is not a payee
on the check, an information return
must be filed under paragraph (aj(1) of
this section with respect to the firsc-
listed payee attorney on the check.

(2) Attorney required to report payments
made to other attorneys. If an informa-
tion return is required to be filed with
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respect to a payee attorney under para-
graph {b}{1} of this section, the attor-
ney with respect to whom the informa-
tion return is required to be filed (tier-
one attorney] must file an information
return under this section for any pay-
ment that the tier-one attorney makes
to other payee attorneys with respect
to that check. regardless of whether
the tier-one attorney is a payor under
paragraph {d){3} of this section.

{c) Exceptions. Notwithstanding para-
graphs {a) and (b} of this section, a re-
turn of information is not required
under section 6045(fF with respect to
the following payments:

{1} Payments of wages or other com-
pensation pald to an attorney by the
attorney’s employer.

(2) Payments of compensation or
profits paid or distributed to its part-
ners by a partnership engaged in pro-
viding legal services.

(3} Payments of dividends or cor-
porate earnings and profits paid to its
shareholders by a corporation engaged
in providing legal services.

{4} Payments made by a person to the
extent that the person is required to
report with respect to the same payee
the payments or portions thereof under

section 6041{a} and §1.6041-1(a) (or

would be required to so report the pay-
ments or portions thereof but for the
dollar amount limitation contained in
section 6841{a) and §1.6641-1{a}).

{5) Payments made to a nonresident
alien individual, foreign partnership, or
foreign corporation that is not engaged
in trade or business within the United
States, and does not perform any labor
or personal services in the United
States, in the taxable year to which
the payment relates. For how a payor
determines whether a payment is sub-
ject to this exception, see §1.6041-
4{a}(1).

6} Payments made to an attorney in
the attorney’s capacity as the person
responsible for closing a transaction
within the meaning of §1.6045-4{e) (3} for
the sale or exchange or financing of
any present or future ownership inter-
est in real estate described in §1.68045-
{231} through (iv).

{f) Payments made to an attorney in
the attorney’s capacity as a trustee in
bankruptcy under Title 11, United
States Code.

§ 1.6045-5

{dy Definitions. The following defini-
tions apply for purposes of this section:

{I) Arrorney means a person engaged
in the pracrice of law, whether as a
sole proprietorship, partnership, cor-
poration, or jolnt venture,

{2} Legal services means all services
related to, or in support of, the prac-
tice of law performed by, or under the
supervision of, an attorney,

{3} Payor means a person who makes
a payment if that person is an obligor
on the payment, or the obligor's in-
surer or guarantor. For example, a
payor includes—

(i} A person who pays a settlement
amount to an attorney of a client who
has asserted & tort, contract, viclation
of law, or workers’ compensation claim
against that person: and

(i1} The person's insurer if the insurer
pays the settlement amount to the at-
tormney,

(4) Payments to an attorney include
payments by check.or other method
such as cash, wire or electronic trans-
fer. Payment by check to an attorney
means a check on which the attorney
is named as a sole, joint, or alternative
payee. The attorney is the payee on a
check written to the attorney’s client
trust fund. However, the attormey is
not a payee when the attorney’s name
is included on the payee line as “'in
care of.” such as a check written to
“client c/o attorney,” or if the attor-
ney's name is included on the check in
any other manner that does not give
the attorney the right to negotiate the
check.

(5) Amount of the payment means the
amount tendered {e.g., the amount of a
check) plus the amount required to be
withheld from the payment under sec-
tion 3406(a}(1}), because a corndition for
withholding exists with respect to the
attorney for whom an information re-
turn is required to be filed under para-
graph (a){1} of this section.

(e} Artorney to furnish TIN. A payor
that is required to file an information
return under this section must solicit a
TIN from the attorney at or before the
time the payor makes a payment to
the attorney. The attorney must fur-
nish the correct TIN to the payor, but
is not required to certify the TIN. A
payment for which a return of informa-
tion is required under this section is
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subject to backup withholding under
section 3406 and the regulations there-
under.,

) Examples. The following examples
tilustrate the provisions of this sec-
tion. The examples assume that P is
not a payor with respect to A, the at-
torney, under section 604i. See section
6041 and the regulations thereunder for
rules regarding whether P is required
under section 6041 to flle information
returns with respect to . The exam-
pies are as follows:

Example 1. One check-joint payees—taxable
to claimant. Employee C, who sues employer
P for back wages. is represented by attorney
A. P settles the suit for $300,000. The $300.060
represents taxable wages to C urkler existing
legal principles. P writes a settlement check
payable jointly to C and A in the amount of
$206,000, net of income and FICA tax with-
holding with respect to C. P delivers the
check to A. A retains 510,600 of the pavment
as compensation for legal services and dis-
burses the remaining $100,00¢ to C. P must
file an information return with respect to A
for $200.000 under paragraph (g)(1) of this sec-
tion. I? also must file an information return
with respect te C under sections 6041 and
6051, in the amount of $300.000. See §§51.6641-
HE) and 1.6041-2.

Example 2. Une check—joint payees—exclud-
able to clatmant. C, who sues corporation P
for damages on account of personal physical
infuries. is represented by aitorney A. P set-
tles the suit for a $300.000 damapge payment
that is excludable from C's gross income
under section 104(a){(Z}. P writes a $300,000
settlement check payable jointly to C and A
and delivers the check to A. A retains
§120.000 of the payment as compensation for
legal services and remits the remaining
$£80,000 to C. P must file an information re-
turn -with respect to A for 3300000 under
paragraph (ai{f} of this sectien. P does not
file an inforrnation return with respect to
tax-free damages paid to C.

Example 3. Separate checks—iaxable to claim-
amt. C, an individua! plaintiff in a suit for
lost profits against corporation P, is rep-
resented by attorney A. P setties the suit for
3300.000, aki of which will be inciudible in C's
gross income. A requests P oto write two
checks, one payable tc A in the amount of
§108.000 as compensation for legal services
and the other payable to € in the amount of
$200.006. P writes the checks in accordance
with A's instructions and delivers hboth
checks to A, P raust file an information re-
turn with respect to A for $100.060 under
paragraph {aj(l) of this section. Pursuant to
§1.6041-1{a) and (). P must file an informa-
tion return with respect to € for the $300.000.

26 CFR Ch. { (4-1-07 Edition)

Exampie 4. Check made payable 1o claimant,
but delivered to nonpayee attorney. Corpora-
tion P is a defendant in a suit for damages in
which C, the plaintiff, has been represented
by attorney A throughout the proceeding. P
settles the suit for $300,000. Pursuant to a re-
quest by A, P writes the $300,900 settlement
check payable solely to C and delivers it to
A at A's office. P is not required to file an in-
formation return under paragrapgh {a){I} of
this section with respect to A, because there
is no payment to an attorney within the
meaning of paragraph {(dH4} of this section.

Example 5 Multiple attorneys listed as pay-
ees. Corporation P, a defendant, settles a lost
profits suit brought by C for $300,008 by
issuing a check naming C's attorneys, Y, A,
and Z, as payees in that order. Y, A, and Z do
not belong to the same law firm. P delivers
the payment to A's office. A deposits the
check proceeds inte a trust account and
makes payments by separate checks to Y of
$36,000 and ro 7 of 315,000, as compensation
for legal services, pursuant to authorization
from C to pay these amounts. A also makes
a payment by check of $155.000 to C. A re-
tains $100,000 as compensation for legal serv-
ices. P must file an information return for
$300,000 with respect to A under paragraphs
{a){f) and (D) (N{) of this section. A, in turn,
must file information returns with respect to
Y of $30.000 and to Z of $15.080 under para-
graphs (al{}) and {b){2) of this section be-
cause A is not required to file information
returns under section 8041 with respect ta A's
payments to Y amnl Z because A's role in
making the payments te Y and Z is merely
ministerial. See §1.6041-E{e}(l}, (e)(2} and
(e}{5) Example 7 for information reporting re-
quirements with respect to A's paymenis Lo
Y and Z. As described in Example 3, P must
also file an information return with respect
to O, pursuant to §1.604k-1(a) and {f).

Exampie 6. Ameunt of the payment—ateorney
dees not provide TIN. (8} Corporation P, a de-
fendant, settles a suit brought by C for
$300.00¢ of damages. P will pay the damages
by a joint check to C and his attorney. A A
failed to furnish P with A's TIN. P is re-
quired to deduct and withhoid 28 percent tax
from the $300.000 under section 3408{a){1}(A)
and paragraph {e) of this section. P writes
the check to C and A as joint payees, in the
amount of $216.400. P also must file an infor-
mation return with respect to A under para-
graph {a}(i} of this section in the amount of
$300.000. as prescribed in paragraph &0{3) of
this section. If the damagss are reportable
under section 6041 because they are not ex-
cludabie from gross income under existing
legal principles, and are not subiject to any
exception under section 8041, P must also file
an information return with respect to C pur-
suant te §1.601-1{a} and ()} in the amount of
$300.000.

{ii} Rather than paying by joint check ta C
and A, P will pay the damages by a joint
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check to € and F. A's law firm. F failed to
furnish its TIN to P, P is required to deduct
and withhold 28 percent tax from the $300.800
under section 3408{aH1HA) and paragraph {e)
of this section, P writes the check 1o C and
¥ as joint payees, in the amount of $216,000.
P also must file an information return with
respect to F under paragraph (aj(t} of this
section in the amount of $300,000, as pre-
scribed in paragraph (d} {5} of this section. If
the damages are reportable under section
6041 because they are not excludabie from
gross income under existing legal principles,
and are not subject to any exception under
section 6041, P must also file an information
return with respect to C pursuant to §1.6041-
Ha} and (f} in the amount of $300,000.

Example 7. Home mortgage lending trans-
action. {1} Individual P agrees to purchase a
house that P will use solely as a residence. P
obtains a loan from lender L o finance a
portion of the cost of acquiring the house. L
disburses loan proceeds of $300.000 to attor-
ney A, who is the settlement agent, by a
check naming A as the sole payee. A, in
turn, writes checks from the loan proceeds
and from other funds provided by P to the
persons involved in the purchase of the
house, including a check for 3800 to attorney
B, whom P hired to provide P with legal
services relating to the closing,

{ii} P, not L, is the payor of the payment
to A under paragraph {d}(3) of this section. P,
however, s not required to file an informa-
tion return with respect to A under para-
graph {a}(1) of this section because the pay-
ment was not made in the course of P's trade
or business. Even if P made the payment in
the course of P's trade or business, P would
not. be required to file an information return
under section 045(f} with respect to A be-
cause P is excepted under paragraph (c){8) of
this section,

(i1} A is not required to file an informa-
tion return under paragraph {a){l} of this
section with respect to the payment to B be-
cause A is not the payor as that term is de-
fined under paragraph (d}{3} of this section.
A is not required to file an information re-
turn under paragraph (b){(2) with respect to
the payment to B because A was listed as
sole payee on the check it received from P.
See sectlon 6043 and §1.6641-1{e} for whether
A or L must file information returns under
that section. See section 6045(e) and §1.6045-
4 for whether A is required to file an infor-
mation return under that section.

Example 8. Business morigage lending trans-
actionr. The facts are the same as in Example
7 except that P buys real property that P
will use in a trade or business. P, not L, is
the payor of the payment to A under para-
graph (d}i{3} of this section. P, however, is
not required to file an information return
under section 6045(f) with respect to A be-
cause P is excepted under paragraph (c){8) of
this section. A is not required to file an in-

§ 1.6046-1

formation return under paragraphs (a} or
0){2) of this section with respect to the pay-
ment to B. See section 6041 and §1.5041-1{e)
to determine whether P or L must file an in-
formation return under that section with re-
spect to the payment to A, and whether P or
A rmust file a return with respect toa the pay-
ment to B. See section 8045(e} for rules re-
garding whether A is required to file infor-
mation returns under that section,

Example 9 Qualified sertlement find. Cor-
poration P agrees to settle for $300,000 a class
action lawsuit brought by attorney A on be-
half of a claimant class. Pursuant to the set-
tlement agreement and a preliminary order
of approval by a court, A establishes a bank
account in the name of Q Settlement Fund,
which is a qualified settlement fund (QSF)
under §1.468B-1. A is also designated by the
court as the administrator of the QSF. Cor-
poration P transfers $300,000 by wire in Year
1 to A, who deposits the funds into the Q Set-
tlement Fund. In Year 2, the court approves
an award of attorney’'s fees of $105,000 for A.
In Year 2, Q Settiement Fund delivers
$105.000 to A. P is required to file an informa-
tion return under paragraph {a) of this sec-
tion with respect to A for Year | for the
$300.000 payment it made to A. The Q Settle-
ment Fund is required to file an information
returnt urnider section 6041{a} and §1.468B-
2(1}{2) with respect to A for Year 2 for the
$H5.000 payment it made to A.

(g) Cross reference 1o penalties. See the
following sections regarding penalties
for failure to comply with the require-
ments of section 6045(f) and this sec-
tion:

{1} Section 8721 for fallure to file a
correct information return.

(2) Section 8722 for failure to furnish
a correct payee statement.

{3} Section 6723 for failure to comply
with other information reporting re-
gquirerments (including the requirement
to furnish a TIN).

{#) Section 7203 for willful failure to
supply information {(including a TIN).

(h) Effective date. The rules in this
section apply to payments made on or
after January 1, 2007.

T.0. @76, 71 FR 39551, July 13, 2006, as
amended at 71 FR 47088, Aug. 1§, 2008}

§1.8046-1 Heturna as to organization
or reorganization of foreign cor-
porations and as to acquisitions of
their stock.

(a} Officers or directors—{1} When k-
ability arises on January 1. 1963 Each
U.S. citizen or resident who is on Janu-
ary I, 1963, an officer or director of a
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Treasury Regulation 1.6041-1 and 1.6045-5

Examples - 2/12/2008

ONE CHECK, ONE PAYEE

1 Check made payable 1o claimant
delivered to nonpayee attorney or
delivered to claimant
taxabie to claimant

2 Check made payable to claimant
delivered to nonpayee attorney or
delivered to claimant
non-taxable to claimant

3 Check made payabie to cfaimant
non-iaxable payment to claimant
taxable interest to claimant

4 Check made payable to attorney
delivered to attorney
taxable to claimant

5 Check made payable to attorney
detlivered to attorney
non-taxable to claimant

6 Check made payable to insurance company

non-taxable to claimant

P = Payor; C= Claimant; A = Atiorney; | = Insurance Company
R = Central Collections

P setties lawsuit for $300,000

P writes check payable to C for $300,000

P delivers check to Aorto C

P files 1099 to C for $300.000; Object code 4117; Box 3

P does not file 1099 1o A because there was no payment (o attorney
COFRS 1098 subsystem automatically issues correct 1099

P setties lawsuit for $300,000; property damage (non-faxabie)

P writes check payable to C for $300,000

P deliverscheckioAorto C

P does not fite 1099 to C - tax free damages - Object code 4112

P does not fite 1099 to A because there was no payment to attorney
COFRS 1099 subsystem automatically issues correct 1089

P settles lawsuit for $300,000, including $270,000 non-taxable, $30,000 interest

P writes check payable to C for $300,000

P delivers check to C

P does not file 1099 to C - tax free damages - Object code 4112
P files 1099 INT to C for $30,000; Object code 4116; Box 1
COFRS 1099 subsystem automaticaily issues correct 1099

P settles lawsuit for $300,000

P writes check payable to A for $300,000

P delivers check to A

The entire amount could be for legal fees or A could pay C a portion of the
settlement amount

P files 1099 to C for $300,000 - Object code 4117; Box 3

P files 1099 to A for $300,000 - Object code 4118; Box 14

P setiles lawsuit for $300,000; personal physical injury (non-taxable)

P writes check payable to A for $300,000

A pays C $200,000 and retains $100,000 for legal fees

P delivers check to A

P does not file 1099 to C for $300,000 - tax free damages - Object code 4112
P files 1099 to A for $300,000 - Object code 4118; Box 14

P settles fawsuit for $300,000

1 is insurance company and is subrogee to C

P writes check payable to | for $300,000

P does not file 1099 to C - tax free damages

P does not file 1089 to | - Obiect code 4112

COFRS 1099 subsystem automatically issues correct 1099
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Examples - 2/12/2008
P = Payor; C= Claimant; A = Attorney; | = Insurance Company
R = Central Collections
SEPARATE CHECKS
7 Separate checks -C and A P settles lawsuit for $300,000
taxable to claimant - non wages P writes separate checks payable to C for $200,000 and to A for $100,000
F delivers separate check to C and separate check to A
P files 1009 to C for $300,000; Object code 4117; Box 3
P files 1098 to A for $100,000; Object code 4119; Box 7
8 Separate checks - C and A P settles tawsuit for $300,000
taxable to claimant - wages P writes separate checks payable to C for $200,000 and o A for $100,000
P delivers separate check to C and separate check to A
P files W2 to C for $200,000
P files 1099 to C for $100,000; Object code 4117; Box 3
P files 1099 to A for $100,000; Cbject code 4119; Box 7
9 Separate checks - C and A P settles lawsuit for $300,000
excludable to claimant {tax free) P writes separate checks payable to C for $200,000 and o A for $100,000
P delivers separate check to C and separate check to A
P does not file 1099 to C for $200,000 - tax free - Object code 4112
P files 1099 to A for $100,000; Object code 4119; Box 7
COFRS 1099 subsystem automatically issues correct 1099
10 Separate checks - Rand A P settles lawsuit for $300,000
taxable to claimant P writes separate checks payable to R for $200,000 and A for $100,000
to satisfy a liability of C R is Centrat Collections, a party to which C has a liability
P delivers separate check to R and separate check to A
P files 1099 to C for $300,000; Object code 4117; Box 3
P files 1099 to A for $100,000; Object code 4119; Box 7
11 Separate checks and joint check P settles lawsuit for $300,000
Separate check to R; jointto A& Cor P writes separate checks payable fo R for $200,000 and A & C for $100,000
to A's trust account or to A's trust account for $100,000
taxable {o claimant R is Central Coltections, a party to which C has a liability
to satisfy a tiability of C P delivers separate check to R and separate checkfo Aor C

P files 1098 to C for $300,000; Object code 4117; Box 3
P files 1099 to A for $100,000; Object code 4118; Box 14
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Treasury Regulation 1.6041-1 and 1.6045-5
Examples - 2/12/2008

JOINT PAYEES

12 One check
ioint payees
taxable to claimant - non-wages setflement
attorney fees not known

13 One check
joint payees
excludable to claimant (tax free)

14 One check
Multiple attorneys listed as payees

15 One check
Joint payees
attorney does not provide TIN

P = Payor; C= Claimant; A = Attorney; | 2 Insurance Company
R = Central Collections

P settles lawsuit for $300,000; taxable setilement (non-wages) to C
P writes check payable jointly to C and A for $300,000

P delivers check io A

A retains $100,000 for legal services and disburses $200,000ic C
P files 1098 to C for $300,000; Object code 4117; Box 3

P files 1099 to A for $300,000; Object code 4118; Box 14

P settles lawsuit for $300,000; personal physical injury (non-taxable)
P writes check payable jointly to C and A for $300,000

P delivers check o A

A retains $100,000 for legal services and disburses $200,000t0 C
P does not file 1099 to C for tax free damages - Object code 4112

P files 1099 to A for $300,000; Object code 4118; Box 14

COFRS 1099 subsystem automatically issues correct 1089

P settles lawsuit for $300,000

P writes check payable to C's attorneys A, Y, and Z for $300,000

Y, A, and Z belong to separate law firms

P delivers check to A

A deposits the check proceeds

A writes separate checks for legal services to Y for $30,000 and Z for $15,000
A writes separate check to C for $155,000

P fites 1099 to C for $300,000; Object code 4117; Box 3

P files 1099 to A for $300,000; Object code 4118; Box 14

A files 1099 to Y for $30,000 and Z for $15,000

P settles lawsuit for $300,000

A fails to furnish P with A's TIN

P is required to withhold 28% from A

P writes check payable jointly to C and A for $216,000 ($300,000 less $84,000)
P defivers check to A

P files 1099 to C for $300,000; Object code 4117; Box 3

I files 1099 fo A for $300,000; Object code 4118; Box 14

A T T

P
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1099-MISC Reportable Payments Chart

The following chart is an overview of income types and amounts that are 1099 reportable on
Form 1099-MISC.

Income
Type
Box 1

Amount

$600

FORM 1099-MISC

Rents:

rentals and leases of land, buildings, homes, offices, conference rooms, motor vehicles, office and
other equipment;

Surface Royalties

Rental assistance payments [0 property owners

Box 2

$10

Royalties

Box 3

$600

Other Income:
Jury Payments

Reportable Damages (Contact Phil Holtmann 303 866-3809 at SCO for guidance)
Vaiue of awards & prizes that are not for services performed

Honoraria

Any
amount

Deceased employee wages paid to an estate or beneficiary

Box 4

Anty
amount

Fed Income Tax Withheld - Backup Withholding

Box 6

$600

Medical and Health Care Payments:

Doctors, dentists, optometrists, counselars, home health care workers, veterinarians
Medical billing services, clinics, hospitals, and nursing homes

Box 7

$600

Non Employee Compensation:
Fees, Bonuses, Comimissions

Value of awards and prizes for services performed

Personai, professional and technical services performed by independent contractors including, but
not imited to advertising, appraisal, architectural, auditing, accounting, computer programming,
consuiting, cleaning, engineering, faundry, program administration

Legal fees to attorneys (including corporations)
accountants, architects

Expert witnesses
Payments for maintenance and repair services including parts and materiats If incidental to the

repair

Auto, mileage, and travel reimbursements to non employees for which the non employee does not
account to the payer

Entertainers

Taxable fringe benefits to non employees

Vacation alfowance to non employees

Gross off and gas payments for a working interest
Commissions paid to licensed lottery ticket sales agents

Box 14

Any
amount

Gross Proceeds Paid to Attorney or Law Firm:

If payment is made to an attorney in connection with legal services and the attorney fee cannot be
determined, the total ameunt paid {gross proceeds) must be reported in this box







| CORRECTED (i checked)

PAYER'S name, sfres! address, city, state, 7FF code, and telephone na.

1 Rents OMB Mo, 1345-0115
$ Miscellaneous
2 Royaties income
$ Form 1089-MISC
3 Cther ncome 4 Federal income tax withheld Copy B8

For Recipient

PAYER'S federal identification
aumber

RECIPIENT'S Wentification
¥ intes

Fishing boal procasds

RECIETENT'S namne

Street address (inchiding apt. no.}

City, stats, and 2P code

~& Ay

Monempioyas compensalion

This is important tax
information and is
heing fumished to

the Internal Revenus
Service, If you are

Account number (see instructions)

9 Payer made diract sales of
B5.07 or mare of sonsumen
produsis 1o a buysr

ant) for

Excess golden parachuts

» s

racquired to file a
return, a negligence
panalty or other
sanction may be
impased on you ¥
this income is
taxable and the RS
determines that

paymens has not been
reported.
$ 3
tSa Section 409A defmrsis 15k Section 408A income 18 State tax withheld 14 StatefPayer’s state no. 18 State incoms

$

$

form 1099~-MISC

tkeep for your records)

Capartment of the Treasury - Infernal Revenue Service
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. W-9

{Rev. Ocloher 20070
of the Treagdy
Service

Request for Taxpayer
Identification Number and Certification

Give form to the
reqguester. Do not
send to the IRS,

MName s shown On your incoms tax ralurm

Business name, i diffarent from above

i

[:} Cifer [Ses ingmactions;

Check appropriate bos ﬁ indivigual/Sole propristor i1 Comaoration
E Limited fability company . Enter the tax classification Th-disregarded entity, C=corporation, Pepartnershipy % .

[3 Parinership {j P
payes

Address {nurmiber, street, and apt. or suite nol

Requaster's name and address {eptional
fop

City, state, and ZIF code

List account numberis; here {optional)

Print or type
See Specific instructions on page 2,

Taxpayer |dentification Number {TIN)

Enter your TIN in the appropriate box. The TIN provided must match the name given on tine 1t avoid | Secial security number
backup withhoiding. For inghviduals, this is your social security number {S5N). Howaver, for a resident ' :

afien, sole proprietor, or disregarded entity, see the Part | instructions on page 3. For othar entities, it is
your employer identification number (EIN). If you do not have a number, see How to get a TiN on page 3, or

Note. If the account is in mora than one name, see the chart on page 4 for guidelines on whose

number to enter.

' '

Employer identification number

=L 8 Certification

Under penalties of perjury, | certify that:

1. The number shown on this form is my correct taxpayer identification number (or | am waiting for a number to be issued to me), and

2.t am not subject to backup withholding because: (4} § am exempt fram backup withholding. or (b} § have not been notified by the Intarnat
Revenue Service {IRS) that | am subject o backup withholding as a resuit of a failura to report all interest or dividends, or {¢) the IRS has

notified me that | am no longer subject to backup withholding, and

3. tama U5 citizen or other U.S. person {defined below).

Certification instructions. You must aross out item 2 above if you havae heen notified by the IRS that you are currently subject to backup
withholding because you have failed to report all interest and dividends on your tax return. For raal estate transactions, item 2 doss not apply.
For mertgage interest paid, acquisition or abandonment of secured property, canceliation of dabt, contributions to an individual retirement
arrangement {RA), and generally, payments other thar interest and dividends, you are not required to sign the Certification, but you rmust

provide your correct TIN. See the instructions on page 4.

Sign Signature of
Here U.5, person »

Date W

General Instructions

Saction references are 1o the Internal Revenue Code untess
otherwise noted.

Purpose of Form

A person who is required to file an information retumn with the
RS must obtain your correct taxpayer identification number (TiN)
to report, for example, income paid to you, real estate
transactions, mortgage interest you paid, acquisition or
abandonment of secured property, canceliation of debt, or
contributions you made to an iBA,

Use Form W-9 only if you are 2 U.S. person fincluding a
resident alien), to provide your comect TN 1o the person
requesting i dhe requester; and, when applicable, to

1. Certify that the TIN you are giving 8 correct {or you are
waiting for a number t¢ be issued),

2. Certify that you are not subject to backup withholding, or

3. Ciaim exemption from backup withhoiding if you are a U.S.
exempt payee. if applicable, you are also certifying that as a
U.8. person, your ailocable share of any partnership income from
a U.S. trade or business s not subject to the withholding tax on
foreign partners’ share of effectively connected income.
Note. If a requester gives you a form other than Form W-9 to
request your TIN, you must use the requester’s form f it is
substantially sivslar to this Form W-9.

Definitionn of a U.5. person. For federal tax purposes, vou are
considered a U.S. person i you are:

» An individual who s a U.S. citizen or U.S. resident alien,

® A partnership, corporation, company, or association created or
organized in the United States or under the laws of the United
States,

* An estate {other than a forsign estatej, or

» A domestic trust (as defined in Regulations section
0177017,

Special rules for partnerships. Partnerships that conduct a
trade or business in the United States are generally required to
pay a withholding tax on any foreign partners’ share of incoms
from such business. Further, in certain ocases where a Form W-8
has not been received, a parinership is required 1o presums that
& partner is a foreign person, and pay e withholding fax,
Therefore, if yvou are a U.5. person that is a pariner in a
partnershin conducting a frade or business in the United States,
provide Form W-8 to the partnership fo establish your U.5.
status and avoid withholding on your share of parinership
income.

The person who gives Form W-8 to the partnership for
purposes of agtablishing its U.S. status and aveiding withholding
on its allocable share of net income from the parinership
conducting a frade or business in the United States is in the
following cases:

& The U8 owner of a disregarded entity and not the enlily,

Gat. Mo, 10231X
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» The U.5, grantor or other owner of a grantor trust and not the
trust, ard

& The U3 wrust {pther than a grantor frust) and not the
bereficiaries of the frust,

Foreign person. If you are a foreign person. do not use Form
W-3. instead, use the appropriate Form W-8 (see Publication
515, Withhoiding of Tax on Nonresident Aliens and Foreign
Entities).

Nonresident atierr who becomes a resident allen. Generally,
onfy a nonresident allen individual may use the terms of a tax
treaty o reduce or eliminate U.S. tax on certain types of income.
However, most tax freaties contain a provision known as a
“saving clause.” Exceptions specified in the saving clause may
permit an exempiion from tax to continue for certain types of
income even after the payee has otherwise become a US.
resident alien for tax purnoses.

if you are a U.S. resident alien who is relying on an exception
contained in the saving clause of a tax trealy to claim an
aexemption from U.S. tax on certain types of income, you must
attach a statement to Form W-9 that specifies the following five
items:

1. The treaty country. Generally, this must be the same treaty
under which you claimed exemption from tax gs a nonvesident
atien.

2. The treaty article addressing the incoma.

3. The article number {or location) in the tax trealy that
contains the saving clause and its exceptions.

4. The type and amount of income that qualifies for the
axemption from fax.

5. Sufficient facts to justify the exemption from tax under the
terms of the trealy articie.

Example, Articte 20 of the U.8.-China income tax treaty allows
an exemption from tax for schoiarship income recelved by a
Chinese student temporarily present in the United States. Under
U.S. law, this student will become a resident afien for tax
purposes if his or her stay in the United States exceeds 5
calendar years, However, paragraph 2 of the {irst Protocol to the
U.S.-Chira treaty (dated April 30, 1984) allows the provisians of
Article 20 to continue to apply even after the Chinese student
becomes a resident alien of the United Staltes. A Chinese
student who qualifies for this exception {under paragraph 2 of
the first protocol} and is relying on this exception o claim an
axemption from tax on his or her scholarship or fellowship
income wouid attach o Form W-9 a statement that inciudes the
information described above to support that exemption,

1f vou are a nonresident afien or a foreign entity not subject to
backup withholding, give the requester the appropriate
completed Form W-8.

What is backup withholding? Persons making certain payments
to you must under certain conditions withhold and pay to the
IRS 28% of such payments, This is called “backup withholding.”
Payments that may be subject to backup withholding inciude
interest, tax-exempt interest, dividends, broker and barter
axchangs transactions, rents, royalties, nonemployee pay. and
certain payments from fishing boat operators. Heal estate
transactions are not subject (o backup withholding.

You will not be subisct fo backup withholding on payments
you recave i you give the requester your correat TIN, make the
proper certifications, and report all your laxable intersst and
dividends on your ax return.

Payments you receive will be subject to backup
withholding if:

1. You do not furnish your TiIN to the requester,

2. You do not certify your TIN when required (see the Part Hl
instructions on page 3 for details),

3. The IRS teils the requester that you furnished an incorect
TiN,

4, Tha IRS talis you that vou are subject fo backup
withholding pecause you did not report all your interest and
dividends on vour tax retumn (for reportable interest and
dividends only), or

5. You do not cerdify w the reguester that you are rot subject
to bhackup withholding under 4 above {or reporiable interest and
dividend acocounts opened after 1883 only),

Cartain payees and payments are exempt from backup
withholding. See the instructions below and the separate
instructions for the Requester of Form W-8.

Also ses Special rules for partnerships on page 1,

Penalties

Failure to furnish TIN. if vou fail to furnish your correct TiN o a
requester, you are subject fo a penalty of $50 for sach such
faiiure unless your failure is due 1o reasonable cause and not to
willful neglect,

Civil penalty for false information with respect to
withholding. if you make a false sialement with no reasonable
basis that results in no backup withhoiding, you are subject to a
$500 penaity,

Criminal penalty for faisifying information. Willfully faisifying
cerlifications or affirmations may subject you to criminal
penalties including #nes and/or imprisonment.

Misuse of TiNs. If the requester discloses or uses TiNs in
violation of federal law, the requester may be subject to civil and
criminal penalties,

Specific Instructions

Name

If you are an individual, you must gengrally enter the name
shown on your income tax return. However, if you have changed
your iast name, for instance, due to marriage without informing
the Social Security Administration of the name change, enter
your first name, the iast name shown on your social security
card, and your new last name,

if the account is in joint namaes, list first, and then circle, the
name of the person or entity whose numbsr you entered in Part |
of the form,

Sole proprietor. Enter your individual name as shown on your
income tax return on the “Name” line. You may enter your
business, trade, or “doing business as (DBA}" name on the
“Business name” line.

Limited liability company (LLC}. Check the “Limited liability
company” box only and enter the appropriate code for the tax
classification (“D” for disregarded entity, “C” for corporation, “B”
far partnership) in the space provided.

For a singte-member LLC {including a forsign LLC with a
domestic owner] that is disregarded as an entity separate from
its owner undet Regulations section 301.7701-3, enter the
owner's names on the “Name” lne. Enter the LLC s name on the
“Busiress hame” iing.

For an LLC classified as a partnership or a carporation. enter
the LLC's name on the “Name” line and any business, irade, or
DBA name on the “Business name” line.

Other entities. Enter your business name as shown on reguirsd
federal tax documents on the “Narme” line. This name should
match the name shown on the charter or other lega! document
creating the entity, You may enter any business, irade, or DBA
rame o the “Business name” line.

Note. You are requested to check the appropriate box for your
status {individual/sole proprietor, corporation, etc.).

Exempt Payee

i you are exempt from backup withhelding, erter vour name as
described above and check the appropriate box for yvour status,
then check the “Exempt pavee” box in the ling following the
business name, sign and date the form.

e
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Generaily, individuais (ncluding sole propriefors) are not exempt
from backup withholding. Corporations are exempt from backup
withholding for cartain payments, such as interest and dividends.
MNote, If you are exempt from Dackup withholding, you should
stilt complete this form o avoid possible errcrecus backup
withholding.

The foligwing payeses are exempt from backun withholding:

1, An organization exempt from tax under section 501{a), any
IRA, or a custodial account under section 4030H7) § the account
satisfles the requirements of section 401 {2

2. The United States or any of IS agencies or
instrumentalities,

3. A state, the District of Columbla, a pessession of the United
States, or any of thelr political subdivisions or instrumentaiities,

4. A foreign government or any of its political subdivisions,
agencies, or instrumentaities, or

5. An international organization or any of its agencies or
instrumentalities,

Other payess that may be exempt from backup withholding
inchude:

8. A corporation,

7. A foreign central bank of issus,

8. A dealer in securitiss or cemmodities reguired 1o register in
the United States, the Qistrict of Columbla, or a possession of
the United States,

9. A fulures commission merchant registered with the
Commaodity Futures Trading Cormmission,

10. A real estate Investment frust,

11. An entity registered at aif times during the ax year under
the investment Company Act of 1840,

12. A common trust fund operated by a bank under section
584{a),

13, A financiat institution,

i4. A middleman known in the invesiment commurity as a
nominee or cusiodian, or

15. A trust exempt from tax under section 664 or described in
soction 4947,

The chart below shows types of payments that may be
exempt from backup withholding. The chart applies o the
axampt payees listed above, 1 through 15.

THEN the payment is exempt
for ...

IF the payment is for . ..

interest and dividend payments Al exampt payees axcept
for 9

Exempt payees 1 through 13
Also, a person registered under
the Investment Advisers Act of
1840 who regularly acts as a
broker

Broker transactions

Barter exchange transactions Exempt payees 1 through 5

and patronage dividends

Genarally, 2xempl payees

Payiments over $800 required
1 through 7

o be reported and dirsct
sales over 35000

Ses Form 1088-MIBC, Miscellansous income, and its instructions,
“However, the following payments made 1o a corporation (including gross
procesds paid to an attorney under section GO45607, aven F e allomay ® &
corporation) and reportable on Form 1009-MISC are not exempt from
backup withholaing: madical and health care payments, attornays’ Tees, and
payments for services paid by a federal exscutive agency.

Part |, Taxpayer ldentification
Number (TIN)

Enter your TiN in the appropriate box. If you are a resident
afien and you do not have and are not sligible to get an SSN,
your TIN is your RS individual taxpayer identification number
(TN}, Enter it in the social security number box. f you do not
nave an ITIN, see How to get a TIN below,

H you are a sole proprietor and you have an EIN, you may
anter sither yvour SSN or EIN. Howsvar, the RS prefers that vou
use your 38N,

if you are a single-member LLC that is disregardad as an
entity separate from its owner {see Limffed fabiily company
LG} on page 2), enter the owner’s 38N (or EIN, o the owner
has one). Do not enter the disregarded entity’s EIN. fthe L1 C is
classifiad as a corporation or partnership, snter the entily's EIN,

Note. See the chart on page 4 for further clarification of name
and TIN combinations.

How to get a TIN. If you do not have a TIN, apply for one
immediately, To apply for an 88N, get Form 55-5, Application
for a Soclal Security Card, from your local Social Security
Adrmiristration office or get this form online at www.ssa.gov. You
may also get this form by caliing 1-800-772-1213. Use Form
W-7, Application for IRS Individuai Taxpaver ldentification
Nurnber, to apply for an ITIN, or Form 58-4, Application for
Employer Identification Number, to apply for an EIN. You can
apply for an EiN online by accessing the IRS website at
www.irs.gov/businesses and ciicking on Employer Identification
MNumber {EIN} under Starting a Business. You can get Forms W-7
and S5-4 from the IRS by visiting www.irs.gov or by calling
1-800-TAX-FORM {1-800-829-3676).

If you are asked to complete Form W-8 but de not have a TIN,
write *Applied For” in the space for the TIN, sign and date the
form, and give it to the requester. For interest and dividend
payments, and certain payments made with respect to readily
tradable instruments, generally you wilt have 80 days o get a
TiN and give it 1o the requester before you are subject to backup
withholding on payments. The 80-day rule does not apply to
other types of payments. You will be subject to backup
withholding on all such payments until you provide your TIN to
the requester.

Mote. Entering “Appliad For” means that you have already
applied for a TIN or that you intend to apply for ane soon.

Cautior: A disregarded domestic enfity that has a fareign owner
must use the appropriate Form W-8.

Part l. Certification

To establish to the withholding agent that you are a U.S. person,
or resident alien, sigh Form W-8. You may be requested fo sign
py the withholding agent even if items 1, 4, and 5 below indicate
otherwise.

For a joint account, only the person whose TIN is shown in
Part | shouid sign (when required). Exempt payees, see Exempt
Payse on page 2.

Signature requirements. Complete the certification as indicated
i 1 through 5 below.

1. Interest, dividend, and barter exchange accounts
opened before 1984 and broker accounts considered active
during 1983, You must give your correct TIN, tut you do not
have o sign the certification.

2. Interest, dividend, broker, and barter exchange
accounts opened after 1983 and breker accounts considered
inactive during 1983. You must sign the certification or backup
withholding wili apply, if you are subiect to backup withholding
and you are marely providing vour correct TIN to the requester,
you must cross out ftem 2 in the certification befors signing the
farm.
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3. Reai estate transactions. You must sign the certification,
You may cross outl #em 2 of the certification.

4, Other payments. You must give your carrect TIN, but you
do not have 1o sign the certification unless you have been
natitied that you have previcusty given an incorrect TIN. “Other
payments” include payments mads in the course of the
raquester's trade or business for rents, royalties, goods {other
than bills for merchandise), medical and heaith care services
finciuding payments to corporations), paymenis o a
noremployes for services, payments (o certaln fishing boat crew
members and fisherman, and gross proceeds paid o attormays
finciuding payments o corporations).

5. Mortgage interest paid by you, acquisition or
abandonment of secured property, canceliation of debt,
qualified tuition program payments {under section 528}, IRA,
Coverdell ESA, Archer MSA or HSA contributions or
distributions, and pension distributions. You must give your
correct TIN, but you do not have to sign the certification.

What Name and Number To Give the Reguester

For this type of account: Give name and S5N of:

1. individual The individuat
2. Two or more individuals {joint The actual awner of the acoount or,
ACCoUNt # combined funds, the first
individuat on the sccount’
3. Custodian account of a minor The minor

{Uniform Gift to Minors Act)
4. a. The usual revocable savings
trust {grantor is also trustes;
b. So-called trust account that i The actuai owner
not a legal or valid trust under
state law )
5. Sole propristorstip or disregarded | The owner
entity owned by an indivicual

The grantor-trustes

For this type of account: Give name and EIN oft

. Digreqarded endity not owned by anj  The owner
individual
. Avald trust. estale. Or pengion frust Legal entity
8. Comorate or LLE electing The corporation
carporate status on Form 8832
9. Association, club, religious,
charitable, educational, or other
tax-gxempt organization
16, Partrership or multi-member LG The partnership
11. A broker or registered nomines The broksr or nominee
12, Account with the Department of The public entity
Agricuiture in the name of a publiic
eniity (such as a state or iocal
government, schoct district, or
prison) that receivas agricultural
program payments

o

i

Tne organization

a6 number you furmish, If only ohe pereon
stier must De furnished,

e nama of the person w
an 53N, that persan

Ligt first and circie
§acLaunt

lireis the minor's name and furnish the minors SSN.

“Yens st show your indididual name and you may also enter your business or "DBA”
rame an g seccnd name Hhe You may use aithar your 388 or ZiN f you have onej.
bt & MY sncowrages you to use v SBN,

b frst and circle tha name of the

i per
ke £ for fart i fa%te!

Note, if no name is circled when more than one name s listad,

the rumber will e considerad o be that of the firat name listed.

Secure Your Tax Records from ldentity Theft

identity theft cccurs when SOmeocne USes your Dersona

information such as your name, social security number (B8N}, or
other identifying information, without your permissian, 1o commit
fraud or other orimes. An identity thief may use your B8N 1o get
a job or may e a 1ax return using your 85N to receive a refund,

To reduce your rigk:
® Profect your S8N,
® Ensure your employer is protecting your SSN, and
® Be careful when choocsing a tax preparer,

Call the RS at 1-B00-829-1040 i you think your identity has
baen used inapproprately for tax purposes.

Victims of identity theft who are experiencing sconomic hamm
or a system problem, or are seeking heip in resolving tax
problems that have not been resobved through nermal channels,
may be eligible for Taxpayer Advocate Service {TAS} assistance,
You can reach TAS by caliing the TAS foli-free case intake line
at 1-877-777-4778 or TTY/TDD 1-800-828-4058.

Protect yourself from suspicious emails or phishing
schemes. Phishing is the creation and use of emall and
websites designed fo mimic legitimate business emails and
websites. The most commaon act is sending an emall to a user
falsely claiming to be an established legitimate enterprise in an
attermipt 1o scam the user into surrendering private information
that will be used for identity thefi,

The IRS does not inttiate contacts with taxpayers via emails,
Also, the IRS does not request personal detailed information
through emall or ask taxpayers for the PIN numbers, passwords,
or similar secret access information for their ¢radit card, bank, or
other financial accounts.,

if you receive an unsocficited email claiming to be from the IRS,
forward this message to phishing@irs.gov. You may also report
misuse of the IRS name, logo, or other IRS personal property to
the Treasury inspector General for Tax Administration at
1-800-366-4484. You can forward suspicious emalls to the
Federal Trade Commission at: spam@uece.gov or contact them at
www.consurmer.goviidiheft or 1-877-IDTHEFT{438-4338).

Visit the IRS websie at www.irs.gov 1o learm more about
identity theft and how to reduce your risk.

Privacy Act Notice

Section 8102 of the Internal Revenus Gode requires you 1o provide youwr comect TN 1o cersons who must fis information refurns with the IRE o report intarast,
dwidends, and certain ofher income pald o you, mortgage misrest you caid, the acquisition or abandonment of secured property, cancatiation of dedf or
contributions vou made 1o an [RA, or Archer MSA or MSA. The IRS uses the numbers for identification purpoeses and fo heip verify the accuracy of your tax refurmn.
The IS may also orovids this information 1o the Department of Justice for civil and oriming! Btigation, and 1o cities, states, the District of Columbia, and U,
possessions to carry out their fax laws, We may also discloge this mformation to other countries under & iax treaty. 1o federal and slate agencies to enforge federal
nontax crming laws, of to faderal law enforcement and intelligence agences 1o combal terrorism.,

You must provige yvour TIN whether of not vou are reaiéred 1o fila a tax refumn. Payers must ganerally withhiold 20% of taxable mferest, dividend, and cortam other

SIS B 2 nay

s wha doss not give 3 TIN to s paysr. Certan penaties may also apply,

R
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Settlement Agreement
Cover Sheet for Payment

Claimant

Agency

For payment, return copy to:

For Accounting:

Object Code

OR

Payroll







1099 Reporting

= COFRS TABLES

m VEND — Payee Name & TIN

m OBJT - Object Code Table

w 99TX — Text Table — Audit Trail

1099 - Processing Table

s TiIN1 ~1099 Inc by Tax ID Table

1099 Reporting — oBJT Table

FY OBJT OBJECT HAME

o8
o8B
oB
08
0g
08
og
o8

ON: R SCREEN: OBJT USERID: SDFO0D  02/08/08  04:12:
ECT TAELE
15 FISC YEAR, OBJECT

SHORT NAME

4112 ACT DAMAGES - PHYS INJ/ILLMNESS AD~PHYS INJ
4113 ACTUAL DAMAGES - PROPERTY AD~-PROPERTY
41314 PUNITIVE DAMAGES-PHYS INJ/ILL PD-PHYSINJ
4115 PUNITIVE DAMAGES-OTHER PD-OTHER
4116 JUDGMENT INTEREST SJUDGMNT INT
4117 REPORTRBLE CLAIMS AGAINST STATE REPORTABLE
4118 GROSS PROCEEDS TO ATTORNEYS GROSS PROCDS
411% CLAIMENT ATTORNEY FEES CLATMENT ATT

34 BM

O B

~ 0 W W W

T P e o P



= There are two ways to accumulate or
adjust vendor 1099 income:

s General Ledger Transactions -~ PV JV CR

o REMEMBER: (1)All transactions must show as
ACCEPTED in SUSF on the last business day
of December, (2) Must use vendor code

OR

» 997X and 1099 Table Entries - REMEMBER: Can’t
make 1099 Table Entry until January 2 each year

[ 1099 Reporting ]

Preference is:

m General Ledger Transactions

o Accounting detail is picked up on
1099 Report - T9902RY

o Good Audit Trail

» REMEMBER: Only the JV lines with
a vendor code affect 1099 income.




[1099 Reporting

Here’s the Good News:

» 1099 Subsystem automatically
issues correct 1099s for

s Examples 1,2,3,5,6,9,13

[1 099 Reporting
Here’s the CHALLENGE:

s The claimant needs a 1099 for total
settlement agreement amount (not
reduced by attorney fee).

= 1099 Subsystem cannot automatically
issue correct 1099s

» Manual adjustments are needed for
examples 4,7, 8,10, 11,12, 14, 15




11099 Reporting — uventry

Best Practice
» Add VEND record for claimant

= Enter a JV to add or adjust claimant
income the same day as the settlement
PV (s)

m  Use claimant’s vendor code only on the
debit line in the VC field when adding an
amount

= Debit OBJT 4117(3) to add claimant
income

1099 Reporting — venp Table

Examples 4, 5, 7, 8, 9,10

ACTION: A SCREEN: VEND USERID:SDFO0 O0XI/07/08 03:20:07 AM

VENDOR: 987654321 MISC: N -==10589 NAME/ADDRESS
NAME: ATTORNEY PC ATTORNEY PC
14 BOUTH STREET 14 SOQUTH STREET
TY: COLORADO SPRINGS S3ST:00Q CITY :COLORADO SPRINGS 27:00
80259 COUNTRY ¢ Keh Y
FAX:

o ATTORNEY'S TIN
NO JOINT PAYEE

PR

R,

T I N A A



1099 Reporting — venp Table

Example 11, 12, 13

ACTION: A SCREEN: VEND USERTD:SDFOO 01707708 09:20:467 AM
VENDOR: 987654321 B MIsC: N =108 NAME/ADDRESS
HAME: ATTORNEY PC ATTORNMEY PC
DBA:r  AND CLAIMANT AND CLATMANT
aiDR: 14 SOUTH STREET 14 SOUTE STREET
CITY: COLORADO SPRINGS 5T7:C0 CITY :COLORADO SPRINGS 5T:CO
ZI2: 80989 COUNTRY : ZIP: BO99Y COUNTRY:
PHORE BAX

COMMENT : CREATED FOR SETTLEMENT AGREEMENT

JOINT PAYEES - NOTE THE PLACEMENT OF “AND"
TiN BELONGS TO THE ATTORNEY
CONTACT OSC TO PUT ON HOLD AFTER WARRANT I3 ISSUED

1099 Reporting — veNp Table

Example 14

ACTICON: A SCREEN: VEND HSERID:SDFOO 01/07/08 0%:20:67 AM
VENDOR: 887654321 B MIZC: M ~~+10%9 HAME/ADDRESS
MEME : ATTORNEY1l & ATTORMEYZ2 ATTORNEY1 & ATTORNEYZ
DBA: AND ATTORNEY3 AND AYTORNEY3
EDDR: 14 SGUTE STREET 14 SOUTHE STREET
CITY: COLORADS SPRINGS 57:C0 CITY :COLORADC SPRINGS 3T:CO0
ZIiv: B(G99% ZiP: 8099%9 COUNTERY :

iT: CREATED FOR SETTLEMENT AGREEMENT

JOINT PAYEES - NOTE THE PLACEMENT OF & “AND”
TIN BELONGS TO ATTORNEY 1
CONTACT OSC TO PUT ON HOLD AFTER WARRANT IS 1S85UED

N A P TP,



1099 Reporting - 99tx Table

Examples 4,10,11,12,14,15

ACTION: A SCREEN: $9TX USERID: $DFO0

H~ 1099 TEXT TABLE
KEY IS YR, RIN TYPE, AGENCY, TANPAYER ID, INC TYPE, TEXT LINE

YR: OB RETURN 'TYPE: A AGENCY: AGY TAXPAYER ID:123456789

INCOME TYPE: 3  VENDOR NAME: CLAIMANT

TEXT LINE
01~ 10/22/08 ADD TO CLAIMANT 1099 +300,000.00 Q0L
03~ CODED TO Attorney 4118 ON PV AGY OROO0QDO012 063
04- TOTAL CLAIMANT 1095 SB 300,000.00 205

1099 Reportmg 99TX Table

Example 7,8

ACTION: A SCREEN: Y$9TX USERID: $DFOOQ

H- 10%9 TEXT TABLE
KEY I8 YR, RTN TYPH, AGENCY, TAXPAYER ID, INC TYPE, TEXT LINE

¥R: 0B RETURN TYPE: A AGERCY: AGY TAXPAYER ID:123456789

INCOME TYPE: 3 VENDOR WAME: CLATHMANT

TEXT LINE

01~ 310/22/08 ADD TO CLAIMANT 10939 4117 +100,0080.00
03~ CODED TO Attorney 4118 ON PV AGY (0800000012
04- TOTAL CLAIMANT 1089 $B 300,000.00

(TN

S S



1099Reportmg _ 1099 Table

Examples 4,10,11,12,14,15

o BA SCREEN: 1099 USERID:

VENDOR 1G%3% TABLE

1N

HEE P 5

N-TYPE, AL

: AGY raxeaves In: 123456789

INCOME TYPE VEKDOR INCOME AMT MISAPPLIED AMT OUTSILE PAYMENT

I3 .00 300,000.00

1099 Reporting — 1099 Table

Example 7, 8

w: B SCREENM: 1098 UNERID: 3

VERDOR 1083 TABLE

: 123456789

DR OTHCOME AMT  MISAPFLIED AMY QUT

JME B

ADJUSTEDR 1098

200,000.00 100,000,060

5 OB 3090,000.00

e

DT

PR

PP —



| 1099 Reporting - TiN1 Table
b s e

acTion: S 3CREEN: TIN1 USSRID: SDFOD Gz/07/08 05:54:32 PH

TAXPAYER TD TABLE

KEY 12 CDALEWDAR YEAR, RETURN TYPE, TAXPAYER Th, AGENCY, THC TY

veaR: 08  RETURM TYRE: A TRXPAYER ID: 123456789

VENDOOR MAME: ULATMANT

AGENCY INCOME TYPE IHD

ORIG/ADJIUSTED REVISED
1099 AMOUNT 109% AMOU
300,000.00 0.

FE

NT

1099 Reporting — s Entry

Examples 4,10,11,12,14,15

JV Adjustment to 1099 Amount

m Total Setflement Amt 300,000
»  Orig PV to Atty — 4118 Box C 300,000
m (No PV to Claimant) <0>
n JV to ADJ Claimant 1099 Income = +300,000

DR 300,000 with Claimant Vendor Code field - 4117 Box 3
CR 300,000 w/o Claimant Vendor Code field - 4117 Box 3

»  No chg to GL - the accounts “netted” fo 0

A T M



1099 Reporting — v entry

Example #7
JV Adjustment to 1099 Amount
Total Settlement Amt 300,000
Orig PV to Atty — 4119 (7) 100,000
Orig PV to Claimant - 4117(3) 200,000

JV to ADJ Claimant 1099 Income = +100,000

DR 100,000 with Claimant Vendor Code field - 4117 Box 3
CR 100,000 w/o Claimant Vendor Code field -4117 Box 3

No chg to GL — the accounts “netted” to 0

1099 Reportmg — IV Entry

------ Example # 8
JV Adjustment to 1099 Amount
Total Setttement Amt 300,000
W-2 issued for 200,000
Orig PV to Atty — 4119 Box 7 100,000
Orig PV to Claimant 0C

JV to ADJ Claimant 1099 Income = +100,000

DR 100,000 with Claimant Vendor Code field - 4117 Box 3
CR 100,000 w/g Claimant Vendor Code field - 4117 Box 3

No chg to GL - the accounts “netted” to 0

9

A U



1099 Reporting - wv for

Examples 4,10,11,12,14,15

accT SUB APPR OBJ sus =s RPTG
TYPE  FUND AGY ORG ORG GODE PROG FUNC REV O/R ACCT GBL CAT  PROJECT

VENDOR / PROVIDER-CUSTOMER. ../
IND CODE NAME DESCRIPTION

01~ 02 100 AcY 4117
V 123456789 ADJ CLAIMANT 1058 2006CV5
300,0600.00

02- 02 100 AGY 4117

ADJ CLAIMANT 1085% 2006CV5
300,000.00

1099 Reporting - Jv for

Examples 7,8

ACCT SUR APPR OBJ SUB BS RPEG
TYPE FUND AGY ORG ORG CODE PROG FUNC REV O/R ACCT GBL  CAYT PROJECT

VENDOR / PROVIDER-CUSTOMER. ../
IND CCDE NPME DESCRIPTION

01~ 02 106 AGY 4117
V 123455789 ADT CLATMANT 1099 2006CVE
100,600.00
G2~ 02 180 AGY 4117

ADJ CLAIMANT 1099 20068CV5
100,000.00

10

o



